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1.0 Executive Project Approval

Information Technology Project Request

Special Project Report
Executive Approval Transmittal

Department Name

Board of Equalization

Project Title (maximum of 75 characters) Project
Acronym
Electronic Services (E-Services) Expansion Project ESEP
FSR Project ID FSR Approval Department Agency Priority
Date Priority
0860-91 12/31/07 High 1
APPROVAL SIGNATURES

| am submitting the attached Special Project Report (SPR) in support of our request for the
Department of Finance’s and approval to continue development and/or implementation of this project.

| certify that the SPR was prepared in accordance with the State Administrative Manual Sections
4945-4945.2 and that the proposed project changes are consistent with our information management
strategy as expressed in our current Agency Information Management Strategy (AIMS).

| have reviewed and agree with the information in the attached Special Project Report.

Chief Information Officer Date Signed

(L atmouns & st 1/24/09

Printed name: | Anna Brannen

Budget Officer Date Signed

OAMM (yyron. 4/2‘1{00,

Printed name: | Caroline Cabias

Department Director Date Signed

/( /<_:.'LI '{r. '.',. |

L1 )

> — /

Printed name: /|/Randie L. Henry

Agency Secretary Date Signed

Z
7’%7/ e br-24 0F

Printed namfe: | Ramon J. Hirsig
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E-SERVICES EXPANSION PROJECT
SPECIAL PROJECT REPORT

3.0 Proposed Project Change

3.1 Project Background/Summary

The Board of Equalization (BOE) administers 27 different tax and fee programs, which
provide nearly 36% of the State’s annual revenue. These taxes and fees generated
$53.87 billion in revenue during Fiscal Year (FY) 2006-07'. Revenues collected by the
BOE benefit programs that support public safety, transportation, house, health and
social services, and natural resources management. More than one million businesses
are registered with the agency. To carry out the mission and goals of the agency, the
BOE employs more than 4,000 employees in its Sacramento Headquarters, 28 Sales
and Use Tax district offices, three Property Tax field offices, and three out-of-state
offices (New York, Chicago, and Houston).

Since the implementation of electronic filing (eFiling), the BOE has made great strides in
transitioning taxpayers to file their sales and use tax returns electronically. Beginning in
2001, eligible taxpayers could file their sales and use tax return for a fee over the
Internet using service providers known as Electronic Return Originators (EROSs).
Participation in the program was low due in part to the fee charged by the EROs. To
address the low participation rate and to give taxpayers a free option to eFile their sales
and use tax returns, the BOE implemented BOE-file in September 2005. BOE-file
provided eFiling for approximately 700,000 single location sales and use tax accounts
(long form). Taxpayers that met the eligibility criteria were able to eFile and pay their
liability in the same transaction. This included taxpayers on a monthly, quarterly, fiscal
year and calendar year reporting basis.

In July 2006, the BOE implemented eFiling for single location sales and use tax
accounts that file an EZ return (short form). This enhancement provided a more
streamlined eFiling option for those taxpayers that do not need to complete all the fields
present on the long form version.

As of May 2007, the BOE implemented additional enhancements to allow single location
sales and use taxpayers on a quarterly prepayment basis to eFile their quarterly
prepayment returns and monthly prepayment forms, as well as the option for eFilers to
pay via credit card using a third party credit card processor. At this point, approximately
89% of sales and use tax accounts were eligible to eFile; however, the growth in
voluntary participation was still relatively unsatisfactory (approximately 3.5% of all sales
and use tax accounts for FY 2007-08).

At the March 18, 2008 Board of Equalization meeting, BOE staff presented a more
aggressive proposal to accelerate the transition of sales and use taxpayers from paper
to eFiling. With this aggressive approach, the BOE proposed to “prescribe” eFiling and
set the plan in motion to discontinue sending paper returns/forms for various groups of
sales and use taxpayers beginning with the new seller's permit holders and those
accounts on a quarterly prepayment basis. Currently, 33% of all Sales and Use Tax
returns and prepayments are being eFiled for FY 2008-09.

' State Board of Equalization, 2006-07 Annual Report

Page 8



E-SERVICES EXPANSION PROJECT
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The BOE’s long term goal is to move away from the current paper-based manual
systems and focus on development of new online services while capitalizing on proven
technology. Accordingly, on July 16, 2007 the BOE submitted a Feasibility Study Report
(FSR) in support of the Electronic Services (E-Services) Expansion Project (E-Services
Expansion, Project No. 0860-91), which identified a number of updates to the BOE’s
eServices. The FSR was approved by the Department of Finance on December 31,
2007.

The FSR proposed the development of additional eServices components, which
included Internet registration for all tax and fee programs; eFiling for selected special
taxes returns; eFiling for Fuel Retailers and Distributors; online Requests for Extension,
Relief of Penalty/Interest, and Declaration of Timely Mailing; and online Requests for
Installation Payment Agreements. Components identified in the FSR are expected to
provide the foundation that will allow tax and fee payers the ability to do business with
the BOE electronically.

System changes outlined in the FSR were delayed approximately five months due to the
delay in the passage of the FY 2008-09 budget. Additional delays were caused due to
the recently mandated 1% increase in the sales and use tax rate. The Governor issued
a proclamation declaring a fiscal emergency, and called a special session for this
purpose, on December 19, 2008. The temporary 1% increase in the sales and use tax
rate from April 1, 2009 through July 1, 2012 was declared to take in effect immediately
as an urgency statute. Under the current law, the statewide sales and use tax rate is
7.25%. Of the 7.25% base rate, 6.25% is the state portion and 1% is the local portion
which is allocated to cities and counties. The temporary increase in the tax changed the
state portion from 6.25% to 7.25% (base rate of 8.25%). The BOE also administers
sales and use taxes that are levied at varying rates (from 0.10 to 1.0%) in various cities,
counties, and special tax jurisdictions and which are distributed pursuant to RTC §7251
et seq.

3.2 Project Status

Once the FY 2008-09 budget was passed, the BOE held a kick-off meeting on
December 3, 2008 to begin the E-Services Expansion Project. The project schedule
was updated and approved by the Steering Committee on March 18, 2009. The eFiling
for Fuel Retailers and Distributor Returns and Internet Registration components are
currently in the Logical Design phases; however, further delays to the project have
occurred due to the recently chaptered 1% temporary sales and use tax increase
(Chapter 18, Statutes of 2009 [AB-3 (Third Extraordinary Session)] that is a critical
element of the 2009 Budget Act Package approved by the Governor and the Legislature.

An additional ten week delay has resulted due to the 1% sales and use tax increase
system changes. The 1% sales and use tax system changes were divided into two
components (Return Addressing and Return Processing/eFiling).  The Return
Addressing component includes system changes to ensure that taxpayers receive paper
returns with the updated tax rate. This component was implemented on April 10, 2009.
The Return Processing/eFiling component includes system changes to ensure that
taxpayers who eFile electronically report their transactions with the updated tax rate
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computation. The Return Processing/eFiling component is currently in the
Testing/Training/Implementation phase and is scheduled to be completed by
May 11, 2009.

The remaining components identified in the FSR are scheduled to begin the Conceptual
Design phases in August 2009 (eFiling for Cigarette Manufacturer and Distributor
Returns and Schedules) and March 2010 (online Requests for Installment Payment
Agreements; online Extension, Relief of Penalty/Interest, and Declaration of Timely
Mailing Requests; and eFiling for eWaste, Underground Storage Tank, and Tire Fee
Returns).

3.3 Reason for the Proposed Change

Due to the five month delay in passing the budget, an update to the overall project
schedule is required in order to provide the scope of work identified in the E-Services
Expansion Project FSR.

In addition to the budget delay, the BOE must change the scope of the project to include
the mandated 1% sales and use tax increase effective April 1, 2009. Since all of the
sales and use taxpayers are transitioning or have already transitioned from paper to
eFiling, the BOE must include the 1% sales and use tax increase system changes in its
eFile system in an effort to meet the urgent timeframes. The Governor has declared a
fiscal emergency and in order to meet the urgent timeframes to impose the 1% sales
and use tax increase effective April 1, 2009, the BOE proposes to use existing state staff
and contract resources currently working on the E-Services Expansion Project. This
would ensure that mandated timeframes are met and taxpayers are able to report taxes
due by May 31, 2009. Adding system changes associated with the 1% sales and use
tax increase will allow the BOE to complete the scope of the E-Services Expansion
Project utilizing existing project resources and accomplish the 1% sales and use tax
increase system changes with the minimum impact to the current project.

3.4 Proposed Project Change

Attachment | to this SPR outlines the updated schedule necessary to complete the
scope of work identified in the approved FSR for the E-Services Expansion Project.
Overall completion of the project is expected to be delayed by approximately seven
months beyond the original completion date.

This SPR also documents the revised schedule and budget to incorporate the 1% sales

and use tax system changes which are currently being developed and are scheduled to
be implemented May 11, 2009.

3.5 Impact of Proposed Project Change

The project schedule was revised due to the delay in passing the FY 2008-09 budget,
which caused the extension of the BOE’s plans to implement the components outlined in
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the FSR. System changes for all components in the FSR are expected to be
implemented approximately seven months later than anticipated.

Additionally, the scope of the project will have to change to include system changes
associated with the mandated 1% sales and use tax increase. The implementation of
the mandated tax increase, which is effective April 1, 2009, caused an additional
extension of the BOE’s plans to implement the components outlined in the FSR. BOE
determined that it must incorporate the system changes in the current eFiling system to
allow taxpayers to eFile sales and use tax returns due May 31, 2009. The BOE has
determined that the use of staff and contract resources will allow for the timely
implementation of the mandated tax increase.

In order to implement the system changes by the mandated timeframes, additional
funding for the 1% sales and use tax increase system changes was requested for FY
2008-09 in the amount of $503,000 ($432,970 software customization and $70,300 in
project management costs). The additional funding will be used for external consulting
and professional services to ensure that the BOE meets the mandated timeframes.
Cognizant of the April 1, 2009 effective date of the 1% sales and use tax rate increase,
the Department of Finance is notifying the Legislature that funding for bond debt service
payments for the BOE Headquarters’ building is being redirected to fund these critical
current year (2008-09) implementation needs.

The 1% sales and use tax increase sunsets on either July 1, 2011 or July 1, 2012
depending on whether voters approve the proposed Budget Stabilization Constitutional
Amendment at the statewide election to be held in May 2009. If the sales and use tax
increase is extended through June 30, 2012, the annual General Fund revenue gain
from a 1% increase in the sales and use tax rate will be the following:

FY 2008-09, 4" Qtr.  FY 2009-10 FY 2010-11 FY 2011-12
$1,203,000,000 $4,553,000,000 $4,571,900,000 $4,882,800,000

3.6 Feasible Alternatives Considered

Since all of the sales and use taxpayers are transitioning or have already transitioned to
eFiling, the BOE determined that it must include the 1% sales and use tax increase
system changes in its eFile system. The BOE considered using current state staff, as
opposed to using a combination of state staff and contract resources, but this alternative
was not selected as it would not have allowed BOE to meet the mandated timelines.

The required system changes for the 1% sales and use tax increase are greater than
can be timely completed with the BOE’s current state staff. Without the use of contract
resources, the BOE will not be able to meet the mandated timeframes. In order to meet
the mandated timeframes and provide eFiling for taxpayers with sales and use tax
returns due May 31, 2009, the BOE has augmented state staff with contract staff
currently working on the E-Services Expansion Project. Key staff who are assigned to
the E-Services Expansion Project have been redirected to work on the sales and use tax
increase system changes. As a result of this redirection, consultants hired to work on
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the E-Services Expansion Project will be limited in the activities they can perform on the
project.

Due to the integrated nature of the BOE's systems, development work on the BOE’s
existing eFiling system to accommodate the tax increase will delay introducing system
changes for the E-Services Expansion Project. A temporary shift of contract staff to
work on the 1% sales and use tax increase system changes allows the BOE to
accomplish the changes needed to implement the rate increase with the minimum
impact to the E-Services Expansion Project.

3.7 Implementation Plan

Updated phases and milestones are shown in the project schedule on Attachment |.

4.0 Updated Project Management Plan

4.1 Project Manager Qualifications

The Project Manager must have a thorough understanding of project management
methodologies, including system quality assurance and change management, to ensure
that systems fully meet business requirements and are implemented on schedule and in
the most cost-effective manner. Furthermore, the Project Manager must possess in-
depth knowledge and experience pertaining to risk management and mitigation
strategies.

A change in Project Manager was required for the E-Services Expansion Project after
the designated Project Manager left the project for personal reasons. The current
Project Manager has a Bachelor's Degree in Business Administration and carries with
her over 20 years of BOE program and project experience including the following:

Project Manager Experience

Electronic Funds Transfer Program Implementation

Credit Card Payment Program Implementation

Initial Electronic Filing (eFiling) Implementation

Return Processing Automation Project

Project Manager for the Electronic Services Expansion Project
Project Manager for the Electronic Filing Infrastructure Project
Project Manager for the In House eFiling Project

e © © @ @ o o

4.2 Project Management Methodology

The project management methodology described in Section 6.2 of the E-Services
Expansion Project FSR will continue to be followed.

4.3 Project Organization
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The project organization identified in Section 6.3 of the E-Services Expansion Project
FSR has not changed.

4.4 Project Priorities

The project priorities identified in Section 6.4 of the E-Services Expansion Project FSR
have not changed.

4.5 Project Plan
4.5.1 Project Scope

The project scope identified in Section 6.5.1 of the E-Services Expansion Project FSR
has changed to include the system changes associated with the 1% sales and use tax
increase effective April 1, 2009. All other items indicated in the original project scope
remain the same.

4.5.2 Project Assumptions

The project assumptions identified in Section 6.5.2 of the E-Services Expansion Project
FSR have not changed.
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4.5.3 Project Phasing

The project phasing identified in Section 6.5.3 of the E-Services Expansion Project FSR
will include the 1% sales and use tax increase as follows:

1% Sales and Use Tax Increase — Return Addressing

Project Phase

Project Deliverable

Conceptual Design

Scope, Business Requirements, Project Charter

Logical Design

Software Requirements Specification

Physical Design

Software Design Description

Construction Code Development, Specifications Updated

System Testing Test Plan(s)

User Acceptance User Acceptance Test Plan

Training Training Plan and Training Materials

Implementation Live System

Marketing/Outreach Flyers, Brochures, Newsletters, Web Content, Seminar
Materials, Quarterly Meetings

Stabilization Stabilize System

1% Sales and Use Tax Increase — Return Processing/eFiling

Project Phase

Project Deliverable

Conceptual Design

Scope, Business Requirements, Project Charter

Logical Design

Software Requirements Specification

Physical Design

Software Design Description

Construction Code Development, Specifications Updated

System Testing Test Plan(s)

User Acceptance User Acceptance Test Plan

Training Training Plan and Training Materials

Implementation Live System

Marketing/Outreach Flyers, Brochures, Newsletters, Web Content, Seminar
Materials, Quarterly Meetings

Stabilization Stabilize System

4.5.4 Project Roles and Responsibilities

The project roles and responsibilities identified in Section 6.5.4 of the E-Services
Expansion Project FSR have not changed.
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4.5.5 Project Schedule

The project schedule has been updated to reflect the five month budget delay and the 1% sales

and use tax increase system changes.

Estimated Start Estimated
Phase Date Completion Date
1% Sales and Use Tax Increase — Return Addressing
Conceptual Design 2/26/2009 2/26/2009
Logical Design 2/27/2009 2/27/2009
Physical Design 3/2/2009 3/5/2009
Construction 3/6/2009 3/18/2009
Testing/Training/Implementation 3/19/2009 4/10/2009
Marketing and Outreach Activities 2/2/2009 5/30/2009
1% Sales and Use Tax Increase — Return
Processing/eFiling
Conceptual Design 3/2/2009 3/4/2009
Logical Design 3/5/2009 3/10/2009
Physical Design 3/11/2009 3/20/2009
Construction 3/23/2009 4/10/2009
Testing/Training/Implementation 4/13/2009 5/11/2009
Marketing and Outreach Activities 3/1/2009 6/30/2009
eFiling for Fuel Distributors/Retailer Returns
Conceptual Design 1/6/2009 4/2/2009
Logical Design 4/20/2009 6/19/2009
Physical Design 6/22/2009 7/17/2009
Construction 7/20/2009 11/13/2009
Testing/Training/Implementation 11/16/2009 3/15/2010
Marketing and Outreach Activities 12/1/2010 6/30/2010
Internet Registration
Conceptual Design 1/6/2009 4/17/2009
Logical Design 4/20/2009 6/26/2009
Physical Design 6/29/2009 8/28/2009
Construction 8/31/2009 4/30/2010
Testing/Training/Implementation 5/3/2010 11/8/2010
Marketing and Qutreach Activities 8/3/2010 2/28/2011
Online Requests for Installment Payment Agreements
Conceptual Design 3/1/2010 4/30/2010
Logical Design 5/3/2010 6/25/2010
Physical Design 6/28/2010 7/16/2010
Construction 7/19/2010 9/24/2010
Testing/Training/Implementation 9/27/2010 12/27/2010
Marketing and Outreach Activities 10/1/2010 2/28/2011
Online Extension, Relief of Penalty/Interest, and
Declaration of Timely Mailing Requests
Conceptual Design 3/1/2010 4/30/2010
Logical Design 5/3/2010 6/25/2010
Physical Design 6/28/2010 7/23/2010
Construction 7/26/2010 10/29/2010
Testing/Training/Implementation 11/1/2010 2/7/2011
Marketing and Outreach Activities 12/1/2010 3/31/2011
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eFiling for eWaste, Underground Storage Tank, and
Tire Fee Returns

Conceptual Design 3/1/2010 4/30/2010
Logical Design 5/3/2010 6/25/2010
Physical Design 6/28/2010 7/16/2010
Construction 7/19/2010 12/3/2010
Testing/Training/Implementation 12/6/2010 3/14/2011
Marketing and Outreach Activities 12/1/2010 5/31/2011

Cigarette Manufacturer and Distributor Returns and

Schedules
Conceptual Design 8/24/2009 10/23/2009
Logical Design 10/26/2009 12/18/2009
Physical Design 12/21/2009 2/12/2010
Construction 2/15/2010 11/19/2010
Testing/Training/Implementation 11/22/2010 3/28/2011
Marketing and Outreach Activities 1/3/2011 4/29/2011

PIER 5/1/2012 9/30/2012

4.6 Project Monitoring

Project monitoring, as identified in Section 6.6 of the E-Services Expansion Project FSR,
will remain in place.

4.7 Project Quality

The project quality assurance approach identified in Section 6.7 of the E-Services
Expansion Project FSR will remain in place.

4.8 Change Management

Change management was addressed in Section 6.8 of the E-Services Expansion Project
FSR and will remain in place.

4.9 Authorization Required

Approval of this SPR is required from the Office of the State Chief Information Officer.

5.0 Updated Risk Management Plan

A Risk Management Plan was identified in Section 7.0 of the E-Services Expansion
Project FSR which documents the process and procedures that BOE is using to manage
project risks.
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6.0 Updated Economic Analysis Worksheets (EAWs)

6.1 Updated Existing System Cost Worksheet
6.2 Updated Proposed Alternative Worksheet
6.3 Updated Economic Analysis Summary
6.4 Updated Project Funding Plan

6.5 Updated Project Cost Savings
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E-SERVICES EXPANSION PROJECT
SPECIAL PROJECT REPORT

7.0 Original Economic Analysis Worksheets (EAWs)

7.1 Original Existing System Cost Worksheet
7.2 Original Proposed Alternative Worksheet
7.3 Original Alternative System Worksheet

7.3.1 Original Alternative # 1 System Worksheet
7.3.2 Original Alternative # 2 System Worksheet
7.4 Original Economic Analysis Summary

7.5 Original Project Funding Plan

7.6 Original Project Cost Savings
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